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At My, Daging Zhou
Dgar My, Zhou:

The Burean of Industry and Security, United States Departruent of Commerce (“BIS”Y has reason
1o beligve that you, Daging Zhou of Manten Electronies, Inc. of Beijing, People’s Republic of
Ching (“China™), in yowr individual capacity (“Fhou”) have committed three violations of the
Fxport Administration Regulations (the “Regulations™),’ which are issued under the authority of
the Export Administration Act of 1979 (the “Act™). Specifically, BIS charges that Zhou
committed the fellowing violations:

Charge I3 15 CF.R § 764.2(d) - Conspiracy to Export Microwave Amplifiers to
China without the veguived Department of Commerce License

Begining i or about September 2001 and countinuing 1nto or about May 2002, Zhou conspired
and acted m concert with others, known and unknown, 10 bring abouot any got that constitutes a
violation of the Regulations. Specifically, Zhou conspired to export vaierowsave amphficrs from
the United States to China without the requared Department of Commerce Hicense. The goal of
the conspiracy was to obiain microwave amplifiers, on behalf of a Chinese end-user and to
export those microwave amplifiers to China, In furtherance of the conspiracy, Zhou pegotiated
with individuals from China and developed a plan to acquire the amplifiers for shipment from the
United States to China. The microwave amplifiers were tems subject to the Regulations and
classified under export control classification number ("ECON) 3A001. Contrary to Section

! The Regulations are currently codified in the Code of Pederal Regulations at 18 CF.R. Parts
730-774 {3005}, The vislations charged ocourved in 2001 through 2002, The Regulations governing the
violations at isaue are found in the 2001 through 2092 versions of the Cade of Federal Regulations (15
CFR. Part 730-774 (2001-2002%). The 2005 Regulations establish the procedures that apply to this
natier.

T Since August 21, 2001, the Act has been in lapse and the President, through Executive Order
13222 of Augast 17, 2001 (3 {..b.R., 2001 Comp. 783 {2002)), which has been sxtended by successive
Preswdential Notices, the most recent heing that of August 2, 2005 (70 Fed. Reg. 45273 {August 5,
2003}, has continued the Regulations o effect under the International Emergency Economic Powers Act
{S6US.C. 84 1701 - 1706 (20003} 45""%%
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742.4 of the Regulations, no Department of Commerce license was obtained for the export of the
amplifiers from the United States to Ching. In so doing, Zhou commutted one violation of
Section 764.2(d) of the Regulations.

Charge 2: 15 CF.R. §764.2(b) - Causing the Export of Microwave Amplifiers
Without the Required Department of Commerce License

On or sbout May 23, 2002, Zhou caused the doing of an act prohibited by the Regulations.
Specifically, Zhou ordered microwave amplifiers, items subject to the Regulations, from a US,
company for use by an end-user in China, The U.S. company then exported the microwave
amplifiers to China without the Department of Commerce license required by Section 742.4 of
the Regulations. In so deing, Zhou committed one violation of Section 764.2(b} of the
Regulations,

Charge 3: 15 C.F.R, § 764.2(e: Acling With Knowledge That a Violation of the
Regulations Would Occur:

in connection with the transactions referenced in Charge Two above, Zhou ordered or financed
microwave amplifiers that were to be exported from the Untied States with knowledge that a
violation of the Regulations would occur, Zhou knew that a violation of the Regulation would
cecur as Zhou notified the 1.8, exporter that the items in questions were classified as ECCN
3A001 and subject to ULS, export regulations and wag aware that the exporter was not going o
obtain a Heense for the export. In so doing, Zhou commitied one violation of Section 764.2(g) of
the Regulations,

Accordingly, Zhou is hereby notified that an administrative proceeding is instituted against him
pursuant to Section 13{(¢) of the Act and Part 766 of the Regulations for the purpose of obtaining
an order posing administrative sanctions, including any or all of the following:

The maximum civil penalty allowed by law of $11,000 per violation'

Demal of export privileges; and/or

Exclusion from practice before BIS.

if Zhou fails to answer the charges contained in this letter within 30 days afier being served with
notice of issuance of this letter, that fatlure will be treated as g defavlt. See 15 CFR. §§ 766.6

P15 CRR, § 6.4 (2008).
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and 766.7. If Zhou defaulis, the Administrative Law Judge may find the charges alleged in this
fetter are true without a hearing or further notice to Zhou. The Under Secretary of Commerce for
Industry and Security may then impose up to the maxinnumn penalty for cach charge in this letter,

Zhou is further notified that he is entitied 1o an agency hearing on the record if he files a written
demnand for one with his answer, See 15 CF.R. § 766.6. Zhou iz also entitled to be represented
by counsel or other authorized representative who has power of attorney {o represent him See 15
CFR. §§ 766.3(a) and 766.4.

The Regulations provide for settloment withowt a hearing. See 15 CF.R. § 766.18. Should Zhou
have a proposal to settle this case, Zhou or his representative should transmit it to the attorney
representing BIS named below,

The 11.5. Coast Guard is providing administrative law judge services in connection with the
matters set forth in this letter. Accordingly, Zhow’s answer must be led in accordance with the
instructions in Section 766.5(a) of the Regulations with:

LS. Coast Guard ALY Docketing Center
40 S, Gay Street
Baltimore, Maryland 21202-4022

In addition, a copy of Zhou’s answer must be served on BIR at the following address:

{Chief Counsel for Industry and Security
Attention: James C. Pelletier, Esqg.

Room H-3839

Untted States Department of Commerce
14th Street and Constirution Avenue, N.W.
Washington, D.C, 20230

James C. Pelictier is the attorney representing BIS in this case; any communications that Zhou
may wish to have concerning this matter should ocour through him. M. Pelletier may be
coitacted by telephone ot (202) 482-5301,

Sincerely,

“ e
2P e Gl
Michael D, Tumner
Director

Office of Export Enforcement
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Respondent.

RECOMMENDED DECISION AM} GRDER

On December 1, 2003, the Bureaw of Industry and Secority, U1.S, Department of
Commerce {“BIS™}, issued a Charging Letter initiating this adminisirative enforcement
proveeding against Daging Zhou {"Zhow”). The Charging Letter alleged that Zhou committed
three violations of the Export Administration Regulations (currently codified at 15 C.F.R. Parts
730-774 (2006 {ﬁ“Raguia{'igms”}f issued under the Export Admunistration Act of 1979, as
amended (30 U.S.C. App. §8 2401-2420 (20003} (“Acty?

Specifically, the Charging Letter alleged that Zhou conspired and acted in concert with
others, known and wiknows, to export miceowave amplifiers from the United States to China

without the required Department of Commerce license. BIS alleged that the goal of the

The charged violations occurred in 2001 through 2002, The Begulations govedng the violations at issue are
found in the 2007 through 2002 versions of the Oode of Federal Regulations (13 CER. Parts 730-774 (200120020
The 2006 Regulations establish the procedures that apply fo this matter,

* Since Auguat 21, 2001, the Act bas been in fapse and the President, through Executive Order 13222 of Augast 17,
2001 (3 CT R, 2001 Comp. 783 (2002)), as extendad by the Notice of August 3, 2006 (71 Fed. Reg. 44,351 {Aug. 7,
20063}, has continued the Regulations in effect under the International Emergency Beonomic Fowery Act (30 UA.C
§6 1701 - 1706 (20503



conspiracy was to obiain microwave amplifiers on i&&iﬁaif of a Chinese end-user and fo export
those microwave amplifiers to China, BIS slleged that in furtherance of the conspiracy, Zhou
negotisted with individuals from China and developed a plan to acquire the amplifiers for
shipment from the United States lo China. BIS alleged that, contrary to Section 742.4 of the
Regulations, no Department of Commerce license was obtained for the export of the amplifiers
from the United States to China. {Charge 1)

The Charging Letter filed by BIS alse alleged that, on or about May 23, 2002, Zhoy
caused a violation of the Regulations by ordering microwave amplifiers, items subject to the
Regulations and classified under export control clagsification number CHCCN™) 3A001, from a
LS, company for use by an en&user in China. At the time of the export caused by Zhou, the
microwave amplifiers in question were ;@)ﬂttc‘;ii@{i on the Cm‘nmermz. Control List for National
Security reasons. BIS alleged that, contrary to Section 742.4 of the Regulations, 5o Department
of Commerce Hcense was obtained for the export of the amplifiers from the United States to
China. (Charge 2).

Finally, the Charging Letter filed by BIS also alleged that, in counection with the export
of microwave amplifiers on or about May 23, 2002, Zhou ordered or financed microwave
amplifiers that were to be exported from the United States with knowledge that a violation of the
Regulations would oceor. Specifically, BIS alleged that Zhou knew that a violation of the
Regulations wonld occur as Zhou notified the U8, exporter that the items in guestion were
classified as ECON IAD0L, and was aware that the exporter was not going to ohiain a Hicense for
the export. (Charge 3).

Section 766.3(b}{(1} of the Regulations provides that notice of the issuance of a charging

fetter shall be served on a respondent by mailing a copy by registered or certified mail addressed



@ L
io the respondent at the respondent’s last known address. Further, the date of service is the date
of its delivery or of Us attempted delivery if delivery is refused, See 13 CER. § 766.4{c).

Here, BIS mailted the Charging Letter by registered mail on December 1, 2008 to Zhou at
bus Jast known address: Mr. Daging Zhow, Manten Electronics, fuc., Beijing Office, Suite 2-4-
501, 2™ Area Cherry Garden, Li (fao Town, Shun Yi, Beijing, FRC 101300, Although posiage
marks indicate that the letier arrived in Beljing, the lefter was returnad to BIS unopened. BIS
sent a courtesy copy of the Charging Letter to the same address in Beijing by Federal Express on
May 1, 2006." This time a person named “D, Zhou” signed for the delivery on May 17, 2006. i
The undersigned concludes, BIS submitted evidence (o establish delivery ﬁf z:he‘ notice of the
Charging Letter was construchively refused on or around December 17, 2006 and that BIS
property served notice of the Cﬁhargﬁmg Letter in accordance {vi’fh Section 766.3 of the
Regulations.

Section 766.6(a) of the Regulations provides, in pertinent part, that “[tihe respondent
must answer the charging letter within 30 days after being served with notice of issuance of the
charging letter” imtiating the sdministrative enforcement proceeding. To date, Zhou has not
filed an answer to the Charging Letter,

Pursuant to the default procedures set forth in Section 766.7 of the Regulations, | find the
facis to be as atleged in the Charging Letter, and hereby determine that those facts establish that
Zhou committed one vielation of Section 764.2(d), one viclation of Section 764.2(b), and one
violation of 8ection 764.2(¢) of the Regulations.

Hection 764.3 of the Regulations sets forth the sanctions BIS may seek for violations of

the Reguolations. The applicable sanctions are: (1) a monetary penalty, {ii) suspension from

3y - ~ . N wh .
Farthermore, on May 1, 2006, BIS sent a courtesy copy of the charging letter to Zhou at the fast known ernail
addreases: david.zhou@ 1 63.com.



practice before the Bureau of Industry and Security, and (i) a dental of export privileges under
the Regulations. See 15 CER. § 764.3 {2001-2002). Because Zhou caused the export of
microwave amplifiers, ems controlled by BIS for national secority reasons for export to China,
BIS requests that | recommend to the Under Secretary of Commerce for Industey and Security’
that Zhow's export privileges be denied for twenty vears.

BIS suggesied this sanction because Zhow’s role in conspiring {o export amplifiers to
China, as well as h.i}; role in ;“;rdaaring amplifiers for export io China, represents a significant harm
to U3, national secwrity. BIS further argued that thx knowingly engaged in conduct prohibited
by the Regulations by conapining to, and cansing the export of microwave amplifiers to China
with knowledge that a violation of the Regulations would occur. The items involved in this
unhicensed export — micrewave amplifiers ~ required a Si&t&fnée for export to China for national
security reasons. Accordingly, BIS asserted that Zhou’s actions represented a significant
potential haom to the essential natiosal security interests protected by U.S. export controls.’
Furthermore, BIS believes that the recommended denial order is particularly appropriste in this
case, since Zhou falled to respond to the Charging Letter filed by BIS, despite evidence
indicating that Zhou received actual service of the Charging Letter. Finally, BIS believes that
the imposition of g twenty-year denial order is particularly appropriate in this case since BIS

would Likely face difficulties in collecting a monetary penalty, as Zhon is not located in the

* Pursuant to Section 13( e 1} of the Export Administration Aot and Section 766 17(bH2) of the Begulations, in
sxport control enforcement cases, the Admindstrative Law Judge makes recommended findings of fact and
cenclusions of law that the Under Secretary must affinm, modify or vacate. The Under Secretary’s action is the final
decision for the 1.8, Commerce Department,

" Gep 1S CER. Part 766, Supp. No. 1, 1T, &, {Stating that & dendal order may be considerad even in malters
imvolving simple negligense or carelessness, if the viclation{s) invelves “harm to the nationsl seeurity or other
essential interests protected by the export control system,” if the violations are of such a natore and extent that a
monctary fine alone represents an insufficient penalty . . .} {omphasis added).
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United States, In light of these circumistances, BIS believes that the denial of Zhou export
privifeges for twenty vears ja an appropaiate sanction,

Cha this basis, 1 coneue with BIS and rec oramend that the Under Secretary enter an Order
denying Zhon's eXport p‘x‘}.vé{egﬁs for a period of twenty years. Such 4 denial order i consistent
with penalijes imposed in similar cases. See In the Matter of L Mark Jin o/ 10 &ka Zhong zda Jin 2 Jin et gl,
66 Fed. Reg W97t (Aug 6, 20 {aﬁmmng the recommendation of the ALJ thai » twenty-five
year denial order was appropriaie where the respondent knowingly eXported items to Ching
without a license and defautied on the BIS chargin § lettery; In the 18 Mattor of Peirc fom Gihi

{mvmatwr_ggi Lrade, 70 Fed. Reg. 32,743 {June ¢, 2005} {aflirming the tecommendations of the

AL that g twenty vear degjal order and a civij monetary sanction of § 143,000 were appropriate

where knowing vielations involved a shipment of EARG ; iterns to fran), In the ne Matter of

;ﬂx_gi{_)_;;}gg;;‘g_\fai_gg_{; 68 Fed, Reg. 57 446 5 {(Qct. 3, 20(.13} {atfirming the feconunendation of the ALY

that a Bwenty vear denial order Was zxppmpria{'e where knov wing vislations involy ed shipments of

EARYY ftems o iran as a part of 4 COmSpIracy to ship such items threugh Canada 1o Tran;,
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This Order, which constitutes the final agency action in this matter, is effective

upon publication n the Federal Register.

Accordingly, | am referring this Recommended Decision and Ovder to the Under
Secretary of Commerce for Industry and Security for review and fmai action for the agency,
without further notice to the respondent, as provided in Section 766.7 of the Regulations.

Within 30 days after receipt of this Recommended Deciston and Order, the Under
Secretary shall issue a written order affirming, modifying, or vacating the Recommended

Decision and Order. Sge 15 CF.R. § 766.22(c).

Dated: AL LITPHEL WY 7 sawrr e

Vhe Hénordble Fosepﬁ N, Ingolia
'/ A ‘hze Administrative Law Jodge

~
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Respondent,

FINAL DECISION AND ORDER

In a charging letter filed on December §, 2005, the Burean of Industry and Security
{“BIS”y alleged that the Respondent, Daging Zhou (“Zhou™), cormrmtied three violations of the

Fxport Adminiatration Regulations (“Regulations™), issued under the Export Administration Act

2

o

of 1979, a5 amended (50 U15.C app. §§ 2401-2420 (2000 (the "Act™),
Specificaliv, the charging letter filed by BIS alleged that Zhou conspired to export
microwave amplifiers, items subject to the Regulations and elassified under Export Control

Classification Namber (“ECUN) 3A001, from the United States to China without the required

Department of Commuree license. BIN alleged that the goal of the conspiracy was to obtain

The Regulations are currently codified at 15 CUF.R. Parts 730-774 (2006). The
Vi 01 *w)n% charged cccurred 1 2001 and 2002, The Regulations governing the violations at issug
und in the 2001 through 2002 versions of the Code of Federal Regulations (153 CFR. Parts
730- 7”7 4 {2001-20023). The 2006 Regulations establish the procedures that apply to this matter.

2 Smce August "'I, 2001, the Act bas been in lapse and the President, through Executive
Order 13222 of Aggust 17, 2001 (3 CER,, 2001 Comp. 783 (2002)), which bas been extended
by successive P*z :51de mai intices, the most recent baing that of August 3, 2006 5\7 Fed. Reg.
44,551 {August 7, 2006)) has continued the Regulations in effect under the International
Emergency Eoononmie Powers Act (30 TLS.C. §§ 1701 - 1706 (20003},



microwave amplifiers on behalf of a Chinese end-user and to export those microwave amplifiers
to China. In so doing, BIS charged that Zhou committed one vielation of Section 764.2(d} of the
Regulations.

The charging letter also alleged that Zhou cansed the doing of an act prolubited by the
Regulations. Specifically, BIS alleged that Zhou ordered the aforementioned microwave
amplifiers from a ULS, company for use by an end-user in China. The U8, company then
exporied the microwave amplifiers 1o China without the Department of Commerce Heense
required by Section 742 4 of the Regulations. In so doing, BIS charged that Zhou commiited one
violation of Section 764.2(b} of the Regulations.

Finally, the charging letter filed by BIS alleged that, in conpection with the export of
microwave amplifiers on or about May 23, 2002, Zhou ordered or financed microwave
ampitficrs that were (0 be exported from the United States with knowledge that a violation of the
Regulations would occur in connection with those items. In 8o doing, BIS charged that Zhou
commitied ons viclation of Section 764.2(e) of the Regualations.

I accordance with Section 766.3(b) 1) of the Regulations, on Decenber 1, 2008, BIS
matled the nolice of 1ssuance of the charging letier by registered mail 0 Zhou at bis last known
address. Although postage marks indicate that the charging letter arvived in Beijing, the letter
was returned to BIS unopened. BIS then sent a copy of the charging letter to Zhowu at the same
address i Betjing by Federval Express on May 1, 2006, The record establishes that on May 17,

signed for by a “D. Zhou.”

TR

2006, the charging letter sent by Federal Express wa

‘{the respondent

H
L

Section 766.6(1} of the Regulations provides, in pertinent part, that *
must answer the charging letter within 3¢ days after being served with notice of 1ssuance of the

charging letter” initiating the administrative enforcemeant procesding. To date, Zhou has not

Y
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filed an answer to the charging letter with the Administrative Law Judge (ALJ), and has not
otherwise responded 1o the charging letier, as required by the Regulations.

Parsuant to the default procedures set forth jn Section 766.7 of the Regulations, BIS filed
g Motion for Default Order with the ALY on September 11, 2006, Under Section 766.7(a) of the
Regulatons, “[flatlure of the respondent to file an answer within the time provided constitites a

watver of the respondent’s right to appear,” and “on BIS s wotion and without further notics (o

o

the respondent, [the AL shall find the facts to be as alleged in the charging letier

X

On October 17, 2006, the AU issued g Recommended Decision and Order in which he
conciuded that “BIS submitted evidence to establish delivery of the notice of the Charging Letier
was constructively refused on or about December 17, 2006 and that BIS properly served notice
of the Charging Letier in accordance with Section 766.3 of the Regulations.” | conclude that the
AL s reference to “December 17, 2006™ was g typographical error. In this case, 1 find that the
charges wore served on the Respondent on May 17, 2006, the date that "D Zhow” signed for the

Federal Express package containing the charging letter that was sent (o the Respondent’s, Daging

Zhow, last known address. Thirty days having past sinee the charges were properly served and
not answered, BIS was entitied 10 seck a default judgment.

Based upon the record before bim, the ALT held Zhou in default. in the Recoramended
Decision and Order, the ALY found the facts 0 be as alleged in BIS s charging letter, and
determined that those facts established that Zhou committed one violation of Section 764.2(d),
one violation of Section 764.2(b), and one vielation of Section 764.2{¢) of the Regulations. The
ALT recommended that Zhou be denied export privileges for twenty vears

The ALFs Reconmended Decision and Order, together with the entire record in this

case, has been referred to me for final action under Section 76622 of the Regulations. 1 find that

[



the record supports the AL s findings of fact and conclusions of law, as modified above, with
respect to each of the above-referenced charges brought against Zhou. | also find that the
penalty recommended by the ALY is appropriate, given the nature of the violations, the lack of
mitigating ciroumstances, the importance of preventing future unauthorized exports, and
penalties imposed in past similar cases. Although the imposition of a monetary penalty 1s an
appropriate option, | agree with the ALY that in this case such a penalty may not be effective,
given the difficulty of collecting payment against a party outside the United States.

Basesd on my review of the entire record, 1 affirm the findings of fact, as modified, and
conclusions of law in the ALPs Recommended Decision and Chrder,

ACCORDINGLY, IT IS THEREFORE ORDERED,

FIRST, that, [or a period of twenty years from the date this Order ts published in the

Federal Begister, Daging Zhou (a/k/s “David Zhou™), Manten Electronics, Inc., Beijing Office,

Suite 2-4-501, 2™ Area Cherry Garden, Li (ao Town, Shun Yi, Beijing, PRC 101300, and when
acting for or on his behalf, his representatives, agents, assigns, or employees ("Denied Person™),
may not, directly or indirectly, participate in any way in any transaction involving any
conynodity, software or technology (hereinafter collectively referred Lo as “tlem”) exported or to
be exported from the United States that is sabject to the Regulations, or in any other activity
subject (o the Regulations, including, bt not limited to:

Al Applving for, obtaining, or using any license, License Exception, or export

contrel docament;
B. Carrying on negotiations concerning, or ordering, buying, receiving, using,
elling, delivering, storing, disposing of, forwarding, transporting, financing, or

ot

otherwise servicing in any way, any transaction involving any item exported or to



be exporied from the United States that is subject to the Regulations, or in any
other activity subject to the Regnlations; or

Benefiling in any way from any transaction involving any fem exporied or to be
exported from the United States that is subject 1o the Begulations, or in any other

activity subject to the Regulations.

SECOND, that no person may, directly or indirectly, do any of the following:

C.

Export or reexport to or on behalf of the Denied Person any item subject to the
Regulations;
Take any action that factlitates the acquisition or attempted acquisition by the
Dented Person of the owne rshép, posseasion, or control of any item subject to the
Regulations that has been or will be exported from the United States, including
financing or other support activities related © 3 transaction swhereby the Denied
Person noguives or attempls to gequire such ownership, possession or control;
Take any action 0 acquire from or to facilitate the acquisition or attempted
wonisition from the Denied Person of any item subject 1o the Regulations that bas
heen exported from the United States;
Obtain from the Denied Person in the United States any item subject to the
Regulations with knowledge or reason to know that the tem will be, or is
intended to be, exported from the Uniled States; or
Engage in any transaction to service any item subject to the Regulations that has
been or will be exported from the United States and that is owned, possessed or
controled by the Denied Person, or service any item, of whatever origin, that is
owned, possessed or controlled by the Dented Person if such service involves the

use of any Hem subject to the Regulations that has been or will be exported from

5



the United States. For purposes of this paragraph, sevvicing means installation,
maintenance, repair, modification or testing.

THIRD, that, after notice and opportunity for comment a5 provided in Section 766.23 of
the Regulations, any person, firm, corporation, or business organtzation related to the Denied
Person by affitiation, ownership, control, or position of responsibility in the conduct of trade or
related services may also be made subject to the provisions of this Order.

FOURTH, that this Order does not prohibit any export, reexport, or other transaction
subject t the Regulations where the only Hers involved that are subject to the Regulations are
the foretgn-produced direct product of ULS.~origin technology.

FIFTH, that this Order shall be served on the Denied Person and on BIS, and shall be

published in the Federal Register. In addition, the ALY s Recommuended Decision and Order,

gxcept for the section related to the Recommended Order, shall be published in the Federal
Reoistarn
This Order, which constitutes the final agency action in thus matter, 18 effective upon

pubdication in the Federal Register

Dated: H/:?s /0 b W

Mark Foulon

Acting Under Secretary of Commerce
for Industyy and Security




